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Dependence and Risk: Transforming the Structure of
Social Exchange*

LINDA D. MOLM

University of Arizona

Two forms of relations—dependence and interdependence—are the basis for two distinct
types of social structure: 1) exchange relations and networks, and 2) groups. The structure
of mutual dependence that underlies all social exchange relations is riskier than the
structure of interdependence that underlies cooperation in groups. I argue that the risk of
dependence is reduced, to varying degrees, by the way in which transactions are structured
and organized over time. I discuss: 1) the form of transactions (negotiated or reciprocal)
and 2) the relations between sequential transactions (independent or serially dependent).
Both negotiated transactions and serially dependent transactions reduce risk, in different
ways and to varying degrees. The joint decision process of negotiated transactions changes
the structure of exchange directly, by introducing elements of interdependence. Serially
dependent transactions provide actors with the opportunity to change the structure, through
the use of contingent action, and allow for the development of emergent aspects of
exchange. Implications for research are discussed.

Richard Emerson’s (1972a, 1972b) path-
breaking work initiated the development of a
truly structural theory of social exchange: a
theory that places primary emiphasis on the
form of social relations among actors rather
than on characteristics of actors or the content
of interaction (see Molm and Cook forthcom-
ing). The key to this development was
Emerson’s (1972b) concept of exchange
networks. Networks bridged the gap between
dyadic interaction and more macro forms of
social structure, enabling the theory to move
beyond its original dyadic limitations. The
concept also allowed the theory to link up
with other sociological analyses of networks
and to make use of graph-theoretic concepts
of networks.

Quite rightly, then, attention has focused
on networks as the building blocks of a
structural theory of social exchange. Yet the
emphasis on networks and on efforts to
develop network-level measures of power,
centrality, and so forth have led to a neglect
of other structural concepts, which in many
ways are more central to social exchange
theory.

My objective in this paper is to discuss
some of these neglected implications of the

* An earlier version of this paper was presented at the
1992 annual meeting of the American Sociological
Association, held in Pittsburgh. I thank Cecilia Ridge-
way, Edward Lawler, and anonymous reviewers for
helpful comments. Work on this paper was supported in
part by NSF Grant SES-8921431.

structure of exchange. I begin by distinguish-
ing between relations of dependence and
interdependence, which form the basis for
networks and groups as distinct forms of
social organization. A structure of mutual
dependence underlies all exchange relations,
whether dyadic or embedded in larger net-
works. This structure poses a social dilemma
for actors that makes exchange inherently
risky. How this dilemma is resolved, and how
social exchange relations form and endure in
the face of risk, is one of the oldest themes in
the exchange literature—and one of the most
neglected issues in contemporary research.

I argue that the risk of exchange is reduced,
in different ways and to varying degrees, by
the way in which exchange transactions are
structured and organized over time. Some
modes of exchange transform exchange rela-
tions and networks into structures that are
more similar to those of groups, thus reducing
risk. Current research programs study ex-
change transactions that differ on these
dimensions; consequently the structures of
exchange relations that researchers study also
vary. As I discuss, these differences in
exchange settings have important implications
for research agendas and empirical results.

Basic Concepts and Assumptions of Social
Exchange Theory

Social exchange theory studies the relations
among actors that are created by the benefits
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and costs they provide for one other (Blau
1964; Emerson 1972a, 1972b; Homans
[1961], 1974). For analytical purposes, it
abstracts these few elements of social rela-
tions from many others and focuses attention
on how they are related to one another.

The simplest form of social exchange
involves two actors, A and B, each of whom
possesses at least one resource that the other
values. Resources are relation-specific: a
resource for actor A, in A’s relation with B,
is any possession or behavioral capability of
A that is valued by B. The mutual exchange
of benefits between A and B is called a
transaction; an ongoing series of transactions
between the same two actors constitutes an
exchange relation. When connected to one
another, dyadic relations form larger ex-
change networks of varying size and com-
plexity (Emerson 1972b). Exchange relations
can be quite narrow, occurring within a single
resource domain (e.g., economic transac-
tions), or quite broad, encompassing the
exchange of many different resources (e.g.,
family relations).

Like other theories in social psychology
that emphasize structural relations among
actors, social exchange theory is based on a
minimal conception of the actor (see Lawler,
Ridgeway, and Markovsky 1993).! Actors
can be individual persons or corporate actors
such as groups, organizations, or states. They
can be specific entities (e.g., your neighbor
Joe or the United States), or interchangeable
occupants of structural positions (e.g., your
next-door neighbor or the president of IBM).
The theory makes only one assumption about
actors: that they behave in ways which tend to
increase outcomes they value positively and
to decrease outcomes they value negatively.
This statement does not imply that actors do
so consciously or rationally, or that they
necessarily maximize outcomes. Actors may
behave rationally, by weighing potential costs
and benefits of alternative choices of ex-
change partners and actions, or their choices
may reflect the costs and benefits of past
behavioral choices without conscious weigh-
ing of alternatives. Nor does the assumption
specify what actors value. Actors may value

' As discussed by Lawler et al. (1993), other
structural theories in social psychology with minimal
actor assumptions include expectation states theory (e.g.,
Berger and Zelditch 1985) and distributive justice theory
(e.g., Jasso 1980).
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getting rich or providing housing for the
homeless; the concept of value is basically
content-free. Because the theory does not
assume that actors’ interaction is affected by
what actors value—that is, whether actors
value money or approval they will behave in
similar ways to obtain it—the theory is
broadly applicable to social relations regard-
less of their content.

Given this minimal assumption about
actors’ motivations, the theory bases predic-
tions on the structural relations between and
among actors, rather than on the characteris-
tics or attributes of a single actor. Similarly,
rather than predicting individual actors’ be-
haviors, it predicts relations between actors’
behaviors, and between the benefits and costs
they provide for each other.

The structures of interest to exchange
theorists are relations of dependence among
actors, created by actors’ differential access
to others who control resources they value.
These structures govern the flow of benefits
and costs through interaction. The concept of
dependence is used to explain the emergence
of social relations, the development of
structural inequalities, and pressures toward
structural change, such as coalition forma-
tion. Relations of dependence bring people
together (insofar as people are mutually
dependent, they are more likely to form
relations and to maintain them), but they also
create inequalities in power and status (un-
equal dependencies give less dependent actors
an advantage in the relation). These inequali-
ties in turn provide the impetus for collective
action and efforts to change the structures that
produce imbalances.

The concept of dependence is the corner-
stone supporting all structural analyses of
social exchange. In the following sections I
examine how the structure of outcomes
affects actors’ dependence on one another,
what different forms of dependence imply for
risk, and how risk is modified by the structure
and organization of transactions.

THE STRUCTURE OF OUTCOMES

The structure of outcomes specifies the
relations between the behaviors and the
outcomes (rewards or costs) of two or more
actors. In other words, it describes the
“outcome matrix” for their interaction. As
shown by Kelley and Thibaut (1979),
Michaels and Wiggins (1976), and Wilson
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and Bixenstine (1962), any outcome matrix
for a dyad can be decomposed into three
analytically distinct components. These com-
ponents specify, for each actor, the extent to
which that actor’s outcomes depend 1) solely
on his or her own behaviors (independence),
2) solely on the other actor’s behaviors
(dependence), or 3) on some combination of
behaviors by both self and other (interdepen-
dence).?

Most real social relations, as well as many
of the common matrices analyzed by game
theorists, consist of two or more of these
three forms of outcome control. Independent
relations are relevant for social behavior only
when they are combined with dependent or
interdependent relations to create the classic
“mixed-motive” games. The well-known
Prisoner’s Dilemma matrix, for example,
consists of a combination of dependent and
independent relations, in which the dependent
payoffs are higher than the independent
payoffs and the two are correlated nega-
tively.3

My arguments in this paper concern
primarily the analytical distinction between
dependence and interdependence. These two
kinds of relations underlie and distinguish
between two fundamentally different forms of
social structure and social interaction: ex-
change relation and networks, in which actors
produce mutual benefit through exchange,
and corporate groups, in which actors pro-
duce mutual benefit through cooperation or
productive exchange (Emerson 1972b).4

2 Independence, dependence, and interdependence are
the terms used by Michaels and Wiggins (1976). Other
researchers give these relations different labels; for
example, Kelley and Thibaut (1978) call them respec-
tively reflexive control, fate control and behavior control,
Wilson and Bixenstine (1962) call them absolute control
over own gain, absolute control over other’s gain, and
conditional control over own and other’s gains. Sahlins
(1965) refers to dependence and interdependence as
reciprocity and pooling.

3 The “joint defection” cell of the Prisoner’s Dilemma
(PD) matrix, which produces the lowest joint outcomes
for both actors, consists of purely independent payoffs—
outcomes that an actor can produce for self, regardless of
the other’s behavior. The “cooperation” cell of the PD
matrix, which produces the highest joint outcomes for
both actors, consists of purely dependent payoffs—
outcomes that the actors provide for each other. The
“temptation/sucker” cells, which produce the highest
outcomes for one actor and the lowest for the other,
provide both dependent and independent payoffs for the
fortunate actor, and neither for the unlucky partner.

4 They also distinguish between two games studied by
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A structure of mutual or reciprocal depen-
dence is a defining characteristic of all social
relations based on exchange. In mutually
dependent relations, each actor values some
outcomes that are under the control of the
interaction partner (e.g., a superior’s advice,
a subordinate’s deference). Each provides the
other with benefit through exchange. As
shown in the top half of Figure 1, the
reciprocal dependence in relations of ex-
change can be either direct (restricted ex-
change) or indirect (generalized exchange).
When reciprocity is direct, the recipient of
benefit returns benefit directly to the giver.
When reciprocity is direct, the recipient of
benefit returns benefit directly to the giver.
When dependence is indirect, the recipient
does not return benefit to the giver, but to
another actor in the social circle. In the
example shown in Figure 1, B is directly
dependent on A, but A is only indirectly
dependent on B, through C.5 Levi-Strauss
(1969) called this form of indirect dependence
“generalized exchange.” Ekeh (1974) labeled
it “chain-generalized exchange.” As the size
of a generalized exchange system increases,
the reciprocal dependency becomes increas-
ingly indirect and in many cases quite diffuse,
as illustrated by the example of wedding gifts.

As Figure 1 shows, structures of direct
exchange can consist of isolated dyads or
networks of connected dyadic relations. The
primary effect of embedding dyadic relations
of direct exchange in larger networks of
connected relations is to introduce the possi-
bility of structural variations in dependence,
and therefore in power. Although exchange
networks vary in size and complexity, the
basic unit of exchange is always the dyadic
relation. In contrast, the smallest unit in
which generalized exchange can occur is a
structure consisting of three actors.

Relations of mutual interdependence,
shown in the bottom half of Figure 1, underlie
all forms of cooperation in which two or more

social dilemma researchers: the Prisoner’s Dilemma,
based on a combination of dependence and independence
(see footnote 3), and Assurance, which combines two
different sets of interdependent outcomes (see Yamagishi
forthcoming).

3 My use of the terms direct and indirect is different
from that of Yamagishi et al. (1988). They use these
terms to indicate whether a resource is transferred from A
to B to C without change (direct resource flow), or
whether it becomes transformed in the process to a
different resource (indirect resource flow).



166

SOCIAL PSYCHOLOGY QUARTERLY

Dependence: Each actor’s outcomes depend solely on the behavior of another
actor or actors. Dependence is the defining structure of exchange relations and

exchange networks.

Direct (Restricted) Exchange

Dyadic

At—3B

Network

AN

Indirect (Generalized) Exchange

A———pB

N

C

Interdependence: Each actor’s outcomes depend on the behaviors of all actors
in the social unit. Interdependence is the defining structure of groups.

Productive Exchange/Group Cooperation

Dyadic
{AB}

/N

Figure 1. The Structure of Outcomes

individuals act as a collective unit—that is, as
a group (e.g., Marwell and Schmitt 1975). In
a structure based solely on interdependent
relations, no individual actor has control over
outcomes for either self or other. That control
is shared jointly, as in the example of two
professors coauthoring a book. If we assume

Group

{ABC}

A B C

that the book cannot be written without the
contributions of both (the definition of
interdependence), the professors can be said
to be dependent on the relationship itself. By
acting collectively, they produce outcomes
they could not provide individually. Emerson
called this form of group cooperation “pro-
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ductive exchange” because it can be concep-
tualized as an exchange between the individ-
ual members of a group and the group itself,
acting as a collective actor [I <> G].

These two forms of social organization
intersect in interesting ways. Groups can
serve as collective actors in exchange rela-
tions with other collective or individual
actors. Similarly, relations of mutual depen-
dence and exchange can be embedded within
groups when group members act as individu-
als rather than as part of a collective unit
(Emerson 1972b; Ridgeway and Diekema
1989).

The Implications of Dependence: The
Dilemma of Exchange

Regardless of individual actors’ propensi-
ties, a structure in which actors’ outcomes are
mutually dependent poses greater risk than a
structure in which actors’ outcomes are
mutually interdependent. In relations of
mutual dependence, one actor can produce
value for another but receive nothing in
return. Because the other has the opportunity
to receive something for nothing, there is a
temptation not to reciprocate. In other words,
if we assume that initiating exchange involves
some cost—the loss of a resource, the effort
of performing a behavior, or simply opportu-
nity costs—the structure of exchange presents
a social dilemma for the actors (Hardin 1988).
Initiating exchange is risky. The risk of
nonreciprocity is greater for generalized
exchange than for direct exchange, and it
increases with the length of the chain,® but a
similar dilemma is involved in both forms of
dependence.

When all actors’ outcomes are interdepen-
dent, less risk is involved because the
outcomes are partially contingent on actors’
own behaviors. Because of this contingency,
no actor can receive benefits without contrib-
uting to their production. Thus, although it is
possible for an actor to contribute while
others fail to do so, no structural incentive for
noncooperation exists, and there is a struc-
tural incentive to cooperate. In other words,
relations of dependence tempt actors to
defect; relations of interdependence encour-

S If, for example, the probability of any actor’s

reciprocating exchange is .8, the probability of reciproc-
ity is .64 in a three-actor chain, .51 in a four-actor chain,
and so forth.
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age actors to cooperate. The built-in contin-
gency between an actor’s own behavior and
own outcomes fulfills the same function as
selective incentives in social dilemmas (see
Oliver 1980). Consequently it is easier to
establish and maintain mutually beneficial
interaction under a structure of interdepen-
dence than under a structure of dependence
(Molm and Wiggins 1979).

Many groups do not fit this description
because their structure is not one of pure
interdependence. The departure from interde-
pendence that has been most widely analyzed
occurs in groups with more than two
members, in which the joint actions of some
subset of the group is sufficient to produce
benefits for all. If those benefits are nonex-
cludable (i.e., if they are public goods), some
members can “free-ride,” obtaining benefits
without contributing (see, for example, Sell
1988). Such departures from a structure of
pure interdependence are likely to increase
with group size as the need for contributions
from all group members decreases. When a
group has only two members, however, a
structure of mutual interdependence necessar-
ily implies that both actors must contribute to
produce benefits for either. Because I am
concerned with the transformation of direct
social exchange relations, the structure of
these two-actor units is most relevant for my
analysis.

How do actors overcome the risks inherent
in mutual dependence, and establish stable
exchange relations? In their 1978 monograph,
Kelley and Thibaut proposed that the struc-
ture of relations between actors’ behaviors
and outcomes which are determined exter-
nally—what they call the “given” matrix—
can be transformed into a modified form,
called the “effective” matrix, which actually
governs actors’ behaviors. This transforma-
tion process occurs as a result of introducing
considerations of the broader social structure
into the decision process: for example, the
relationship with the partner, the time span of
the relationship, and governing rules and
norms.

Using Kelley and Thibaut’s concept of
transformation, I argue that the way in which
the process of exchange is structured modifies
the risk inherent in relations of mutual
dependence. These relations can be trans-
formed into structures with elements of
interdependence. How they are transformed,
and to what extent, depends on the structure
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of transactions and on the temporal organiza-
tion of transactions.

THE STRUCTURE OF TRANSACTIONS

Emerson (1981) distinguished between two
forms of transactions in direct exchange
relations: negotiated transactions and recipro-
cal transactions. The differences between
these two forms are often considered differ-
ences in process, not in structure. Yet the
process by which exchange occurs affects the
structural relations between the behaviors and
the outcomes involved in that process.

In negotiated transactions, actors engage in
a joint-decision process, such as explicit
bargaining, in which they reach an agreement
on the terms of the exchange. Both sides of
the exchange are agreed upon at the same
time, and the benefits for both exchange
partners are identified easily as discrete
transactions. Most economic exchanges other
than fixed-price trades fit this category, as do
many social exchanges (e.g., agreements
between husband and wife to go to a movie
this week and a ballgame the next). The
research programs of Cook, Emerson, and
their colleagues (Cook and Emerson 1978;
Cook et al. 1983; Yamagishi, Gillmore, and
Cook 1988), of Willer, Markovsky, and
Skvoretz (Markovsky, Willer, and Patton
1988; Skvoretz and Willer 1991; Willer,
Markovsky, and Patton 1989), and of Lawler
and Bacharach (e.g., Bacharach and Lawler
1981; Lawler 1986) all study negotiated
transactions.

In reciprocal transactions, actors’ contri-
butions to the exchange are performed
separately and are not negotiated. Actors
initiate exchanges (e.g., with a small act of
consideration or an offer of help) without
knowing whether, when, or to what degree
others will reciprocate. Exchange relations
develop over time as beneficial acts prompt
reciprocal benefit. Because the same act may
complete one exchange and initiate another,
discrete transactions are difficult to identify.
Instead the relation takes the form of a series
of sequentially contingent acts. Reciprocal
transactions are very uncharacteristic of
economic exchanges, at least in industrial
societies, but are typical of many social
exchanges. In many interpersonal relation-
ships, norms curtail the extent of explicit
bargaining. Even in political and business
settings, unilateral initiatives are common
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(e.g., offering to support a colleague’s
proposal), and the expectation of future
reciprocity is often left implicit. My own
research program studies reciprocal transac-
tions (e.g., Molm 1981, 1988, 1989, 1990);
they also characterize much of the research
based on extended-matrix games. (Also see
Burgess and Nielsen 1974; Michaels and
Wiggins 1976.)

Both forms of transactions alter the risk
inherent in relations of mutual dependence,
but they do so in different ways and to
different degrees. In this section I consider
how the process of negotiation affects risk in
comparison with the absence of negotiation in
reciprocal exchanges. Then, in the following
section, I analyze the effects of repeated
exchanges between the same partners: a
defining feature of reciprocal exchanges.
Then, in the following section, I analyze the
effects of repeated exchanges between the
same partners: a defining feature of reciprocal
exchanges, but optional in negotiated ex-
change.

Negotiated and reciprocal transactions cre-
ate different structural relations between
actors’ behaviors and between their outcomes
(Table 1). In reciprocal transactions, actors’
decisions are made individually; in negotiated
transactions, they are made jointly. In most
experimental settings that study negotiated
transactions, the agreements also are strictly
binding: they cannot be violated. Game
theorists describe these two decision struc-
tures as noncooperative games and coopera-
tive games (Heckathorn 1985). In cooperative
games, strictly binding agreements are made
jointly; in noncooperative games, actors
decide on their choices independently, with-
out knowledge of the others’ choices.”

7 Clearly these differences affect information as well
as structure. The joint decision making of negotiated
exchange reduces uncertainty, which in turn reduces risk.
This particular difference in information is a defining
feature of the two kinds of transactions. Although other
kinds of information (about the network, the value of
resources, or the partners’ outcomes) also may be
associated more commonly with one type of transaction
than with the other, there is no necessary relation
between the two. Experimental programs that study
negotiated and reciprocal exchanges vary considerably,
both within and across forms of transactions, in the
amount of information that subjects possess about various
aspects of the exchange. Analyzing how different sources
of information affect risk in exchange is essential for any
comprehensive analysis of risk, but is beyond the scope
and objectives of this paper.
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Table 1. The Structure of Transactions

Reciprocal
Transactions

Negotiated
Transactions

Relatons between
Behaviors Individual decisions
Relations between Reciprocation of
Outcomes separate outcomes

Joint decision
Division of
joint outcome

The individual or joint nature of the
decision process also has implications for the
relation between actors’ outcomes. In recipro-
cal transactions, actors’ behaviors and out-
comes are sequentially contingent on one
another but are separate. What B receives
from A at Time 1 (t,) affects what B gives to
A at t,, which affects what A gives to B at t;,
and so forth, but A’s outcomes at t, and B’s
outcomes at t, do not affect each other. In
negotiated transactions, the joint decision
process forces each actor to take account of
both actors’ outcomes simultaneously, even if
they have full or correct information only on
their own outcomes. In bargaining experi-
ments, this feature sometimes takes the form
of having actors negotiate over a division of
profit points. Exchange theorists have debated
whether this task constitutes exchange (Emer-
son et al. 1983; Heckathorn 1983; Willer et
al. 1989). Strictly speaking, it does not: a
division of total profit is a form of allocation,
not of exchange. The two are similar in the
sense that one can always take the total value
of two resources that are exchanged and
transform it into a single dimension of value,
which is divided. That transformation pro-
cess, however, changes the framing of the
problem which confronts the actors, from a
two-way exchange of separate resources to
the division of a single resource pool into
shares (Eckhoff 1974).8 For example, mem-
bers of a couple who negotiate household
chores typically do not conceptualize a task as
(say) the exchange of a clean bathroom for a
good dinner, but as the division of a total pool
of work into shares.

8 In Markovsky and Willer’s experiments (e.g.,

Markovsky et al. 1988) subjects negotiate over the
division of a known, fixed number of benefit points on
each transaction. In Cook and Emerson’s experiments
(e.g., Cook and Emerson 1978; Cook et al. 1983)
subjects also divide a fixed number of benefit points, but
they do not know that they are doing so, and the
transaction takes the form of an exchange rather than an
allocation. The structure of the payoff matrix in the two
experimental settings is the same, but the problem is
framed differently (Kahneman and Tversky 1984).
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As shown by Kahneman and Tversky’s
(1984) work, people’s choices can be affected
by how decisions are framed. Framing social
exchange as a problem of allocation empha-
sizes the relation between the actors’ out-
comes. That relation may be zero-sum (if the
joint outcome is fixed in value) or nonzero-
sum (if the value of the joint outcome
depends on the particular agreement reached);
bargaining theorists use this factor to distin-
guish between distributive and integrative
bargaining (Lawler and Ford forthcoming;
Pruitt 1981).

In summary, the process of negotiation
affects the structure of dependence through its
effects on the relations between actors’
behaviors and their outcomes. When actors
are required to reach an agreement before
either actor can receive any benefit, the
structure is changed from one of mutual
dependence to one with elements of interde-
pendence. That feature of negotiated ex-
change makes actors dependent on the
relation, not merely on the other actor.
Furthermore, the joint decision process high-
lights the relation between the actors’ out-
comes, and changes the framing of the task
from an exchange of separate benefits to the
allocation of a joint pool of benefits.

By transforming the structure of depen-
dence, negotiated transactions reduce the risk
of nonreciprocity of exchange. The bargain-
ing process itself still entails risk because
actors may unknowingly use some tactics that
reduce the chances of reaching any agree-
ment, or that result in a less favorable
agreement. When actors negotiate strictly
binding and enforceable agreements, how-
ever, they know what they are receiving for
what they are giving. They can accept the
terms of the exchange, or not. They do not
risk the chance that the exchange will be
unilateral.

As Heckathorn (1985) has pointed out, this
is not necessarily true in nonexperimental
settings, where the distribution of outcomes
does not automatically follow an agreement
and where, consequently, agreements may not
be kept. Heckathorn has proposed, in game-
theoretic terms, that two types of games are
involved in most actual bargaining transac-
tions: the original cooperative game, in which
the decision to reach an agreement is
joint, and a noncooperative game, in which
the decisions to honor the agreement are
individual. This two-stage decision structure
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represents a position midway between the
structures associated with negotiated transac-
tions with strictly binding agreements, and
those associated with reciprocal transactions.
Kollock (1992) recently has begun investigat-
ing negotiated exchanges in which actors may
deceive one another about the value of what
they are giving in exchange. Under these
conditions, exchange is risky even in negoti-
ated transactions.

The distinction between negotiated and
reciprocal transactions applies realistically
only to direct exchange relations, whether
isolated or embedded in larger networks. As
size increases, it becomes more difficult to
make and to enforce negotiated agreements.
In generalized exchange networks of any size,
it is almost impossible to do so. Therefore
generalized exchange structures typically are
characterized by reciprocal transactions, in
which reciprocity is indirect and delayed.

Consequently, generalized exchange rela-
tions are far riskier than direct exchange rela-
tions with negotiated transactions. They are
made riskier not only by the indirect structure
of dependence, but also by the impossibility of
negotiated transactions. Comparisons of nego-
tiated direct exchange with nonnegotiated in-
direct exchange often confound these two fac-
tors. For example, Sahlins’s (1972) concept of
balanced reciprocity is often equated with di-
rect exchange. His definition of balanced rec-
iprocity, however— “transactions which stip-
ulate return of commensurate worth or utility
within a finite and narrow period” (1972:148)—
implies not only direct exchange but also ne-
gotiated transactions.

For Blau (1964), the distinction between
negotiated and reciprocal transactions was
more fundamental than a question of how
exchange is carried out. It distinguished
social exchange from economic exchange:

Social exchange differs in important ways from
strictly economic exchange. The basic and most
crucial distinction is that social exchange entails
unspecified obligations. The prototype of an
economic transaction rests on a formal contract
that stipulates the exact quantities to be
exchanged. . . . Whether the entire transaction
is consummated at a given time, . . . or not at
all, all the transfers to be made now or in the
future are agreed upon at the time of sale. Social
exchange, in contrast, involves the principle that
one person does another a favor, and while there
is a general expectation of some future return,
its exact nature is definitely rot stipulated in
advance. . . . Social exchange . . . involves
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favors that create diffuse future obligations, not
precisely specified ones, and the nature of the
return cannot be bargained about but must be
left to the discretion of the one who makes it
(Blau 1964:93-94).

Although few social exchange researchers
now would assert that negotiated transactions
lie outside the scope of social exchange,
Blau’s position alerts us to the dangers of
assuming the opposite: that all social ex-
change transactions are negotiated. Many—
perhaps most—are not; thus there remains the
problem of how the risk of social exchange is
overcome in reciprocal transactions. Blau’s
solution to the problem is trust: “Since there
is no way to assure an appropriate return for a
favor, social exchange requires trusting others
to discharge their obligations” (1964:94).
How is such trust established?

Typically . . . exchange relations evolve in a
slow process, starting with minor transactions in
which little trust is required because little risk is
involved. A worker may help a colleague a few
times. If the colleague fails to reciprocate, the
worker has lost little and can easily protect
himself against further loss by ceasing to furnish
assistance. If the colleague does reciprocate . . .
he proves himself trustworthy of continued and
extended favors. . . . Hence, processes of social
exchange, which may originate in pure self-
interest, generate trust in social relations
through their recurrent and gradually expanding
character (Blau 1964:94).

Blau’s description of the gradual develop-
ment of a social exchange relation in which
transactions are reciprocal, assumes an addi-
tional feature of social exchange that we have
not yet discussed: relations between sequen-
tial transactions.

THE TEMPORAL ORGANIZATION
OF TRANSACTIONS

Whereas the structure of transactions was
Blau’s (1964) basis for distinguishing be-
tween social and economic exchange, Emer-
son’s (1972b) criterion was the structure of
relations between transactions.® Classical mi-
croeconomic theory typically assumed that
transactions were independent events: that
subsequent transactions, whether between the

° Yet another criterion that has been used is the kind
of benefits exchanged—that is, material or monetary
versus social or psychological. See Emerson (1981) for a
critique of that approach.
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same or different actors, were unaffected by
prior ones. In contrast, social exchange
theory assumes that transactions are serially
dependent; it adopts the relatively enduring
exchange relation between two specific actors
as the smallest unit of analysis.!® Figure 2
illustrates the distinction between independent
and serially dependent transactions.

This assumption is one of the differences be-
tween social exchange theory and the elemen-
tary theory of network exchange developed by
Willer and his associates. The, elementary the-
ory does not assume dependence between se-
quential transactions (Anderson and Willer
1981). Empirical work based on this frame-
work takes the transaction, rather than the se-
ries of transactions that constitute the exchange
relation, as the unit of analysis. It uses an ex-
perimental setting in which subjects rotate
through different positions in the network, oc-
cupying each position for only a few rounds of
negotiation (e.g., Markovsky et al. 1988; Mark-
ovsky et al. forthcoming; Skvortez and Willer
1991).11 The theory assumes rational actors who
modify their offers on the basis of the conse-
quences of previous offers, but those previous
transactions need not have been with the same
actors.

This model is closer to economic exchange;
in fact, Willer does not make the same
distinction between social and economic
exchange as does Emerson. He uses the term
economic exchange for all exchanges in
which an actor incurs some cost in order to
obtain greater gain (Willer 1985; Willer et al.
1989), and reserves the term social exchange
for exchanges in which both sides of the
exchange produce benefit for the giver as well
as the receiver.!?

The consequences of serially dependent

1% This assumption does not rule out the possibility of
interchangeable actors in structural positions. It requires,
however, that some kind of “institutional memory” relate
those actors, so that the transactions made by one
occupant of a position affect future transactions made by
a new occupant. In most organizations, of course, this is
the case.

' Although the theory does not assume dependence
between transactions, the fact that subjects in the
experimental setting exchange with the same subjects for
a few rounds before rotating positions requires statistical
control for possible violations of independence (Skvoretz
and Willer 1991).

2 Willer’s (1985) definition of social exchange is
somewhat similar to interdependence, but not identical.
Like interdependence, it eliminates the risk of nonreci-
procity, but unlike interdependence, it does not require
joint action to enable either party to obtain benefits.
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transactions are most important for reciprocal
transactions. As Figure 2 shows, negotiated
transactions can be either independent or
serially dependent, but reciprocal transactions
assume a continuing relation in which trans-
actions are serially dependent. This feature of
reciprocal transactions provides actors with
the opportunity to overcome the social
dilemma inherent in mutual dependence. It
does so in two ways.

First, a continuing exchange relation allows
actors to use contingent action to influence
their exchange partners’ behavior. In isolated
transactions such as the one-shot Prisoner’s
Dilemma game, the rational choice is to
defect from the exchange and receive benefits
from the other without reciprocating. When
the same actors interact with one another
repeatedly, however, each can respond con-
tingently to the other’s previous behavior. As
a result, it may not be in A’s interest to
shortchange B (whether it is depends on their
relative power). Strategies of this form have
been investigated by researchers studying
reciprocal exchange (e.g., Molm 1990) and
noncooperative matrix games (e.g., Axelrod
1984). Strategies may be purposive attempts
to influence another’s behavior, or nonpurpo-
sive responses to the outcomes of interaction
with others (Macy 1989).

Like negotiated transactions, influence
strategies are a way of transforming a
structure of dependence into a structure of
interdependence, in which an actor’s out-
comes depend not only on what another does,
but also on what the actor himself or herself
does. Thibaut and Kelley (1959) called this
process “converting fate control into behavior
control” (1959:104). A’s action toward B at
Time 1 affects B’s action toward A at Time 2;
thus A’s action toward B affects A’s own
outcomes indirectly. This process cannot take
place when transactions are independent.
Learning still can take place, and the learning
may generalize to subsequent transactions
with different actors, but behavioral influ-
ence, which requires contingent responses to
actions over time and across transactions, is
not possible.

Strategies of influence are also employed in
negotiated transactions, but typically they are
used to influence the process of a single
transaction rather than to affect subsequent
transactions. Because negotiated transactions
themselves consist of a sequence of serially
dependent behaviors —the offers and counter-
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A. Independent Transactions (Economic Exchange)

[A; © By

[A; © B,] [A; © Bj]

B. Serially Dependent Transactions (Social Exchange)

1. Negotiated:

2. Reciprocal: A > B

[A ©B] ®[A & B ® [A © B

> A > B 5> A - B

Note: The subscripts to A and B indicate that independent transactions need not involve the same actors. Solid arrows
represent resource flows; open arrows indicate influence only.

Figure 2. The Temporal Organization of Transactions

offers of explicit bargaining—actors use
various influence tactics (e.g., threats of
punishment, concession tactics, impression
management) in an effort to obtain a more
favorable agreement for themselves (e.g.,
Bacharach and Lawler 1981). In addition to
these intratransactional influence processes,
however, the outcome of a transaction acts as
a form of positive or negative sanctioning that
affects bargaining behavior in future transac-
tions. Actors who get what they want will try
similar tactics in the future; those who do not
will vary their tactics. In negatively con-
nected exchange networks, in which two or
more actors compete for the opportunity to
complete a transaction with a single other
actor, the ultimate negative sanction may be
losing out (what Markovsky et al. 1988 call
“exclusion”). Whether these kinds of learn-
ing processes depend on continued exchange
with the same partner has been addressed
recently by Cook, Donnelly, and Yamagishi
(1992).

Some social dilemma researchers have
suggested that strategies are of limited
effectiveness in units larger than the dyad
(Dawes 1980). Macy (1989) argues that this
is less true when an operant, noncognitive
model of the actor is assumed. In generalized
exchange networks, the lack of direct reci-
procity makes contingent action by the
recipient impossible unless a generalized
strategy is used: for example, C punishes A’s
failure to reward B. In networks of direct
exchange, the use of effective strategies

becomes more difficult with increasing num-
bers of partners, but certainly not impossible.
The differential dependencies among actors
make strategic action toward some partners
more likely than toward others. Actors can
concentrate their attention on the partner on
whom they are most dependent.

Second, in addition to strategies of influ-
ence, the serial dependence of transactions
allows for the development of “emergent”
aspects of the relation, such as the develop-
ment of trust and commitment, and norms of
fair exchange (Blau 1964; Emerson 1981).
The earlier quotation from Blau illustrates this
step-by-step development of trust. In negoti-
ated transactions, actors may form commit-
ments to particular partners that are not
necessarily based on profit (Cook and Emer-
son 1978; Lawler and Yoon 1993; Tallman,
Gray and Leik 1991). Agreements may be
reached less formally, and credit may be
allowed. In reciprocal transactions, the timing
of reciprocity may become more variable and
delays in reciprocity more common without
risking the dissolution of the relation. Trust
should develop as the exchange partner’s
reciprocity becomes predictable. These pro-
cesses, discussed by Leik and Leik (1977)
and Levinger (1979), contradict Ekeh’s
(1974) and Levi-Strauss’s (1969) arguments
that direct exchange relations always involve
a quid pro quo mentality, strict accounting,
and an emphasis on immediate reciprocity.
Whether they do so depends on the stage of
the relation and the history of interaction.
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In summary, serially dependent transac-
tions, like interdependent decisions and out-
comes, reduce the risk of nonreciprocity by
increasing actors’ dependence on the relation,
not only on each other’s actions. They
provide actors with the opportunity to change
the structure, through the use of contingent
action, and they create a context in which the
long-term benefits of exchange are more
apparent. The effects of serially dependent
transactions, however, are more limited than
the effects of negotiated transactions with
binding agreements, particularly for general-
ized exchange. Because contingent action is
not feasible in a structure of generalized
exchange, actors must rely on emergent
processes such as trust (Yamagishi and Cook
1993).13 Blau’s example illustrates one way
in which trust might be built—through a
gradual increase in the value of the resources
exchange—but I know of no empirical test of
such a process.

CONCLUSIONS AND IMPLICATIONS
FOR RESEARCH

Although networks are the most important
structural concept in social exchange theory
for linking micro with macro levels of
analysis, exchange researchers have paid
insufficient attention to an even more funda-
mental structural concept: the outcome struc-
ture that defines the relations of dependence
among actors. The structure that underlies
relations of exchange —mutual dependence—
creates a social dilemma for actors that makes
social exchange inherently risky and poten-
tially unstable.

This risk is altered, to varying degrees, by
other features of exchange: the structure of
transactions and the temporal organization of
transactions. Both negotiated transactions and
serially dependent transactions introduce ele-
ments of interdependence into the structure of
exchange. As a result, they make actors more
dependent on the relation, and more likely to
consider actions in the broader context of the

® In more diffuse networks of generalized ex-

change—those which lack the specific chain-generalized
form (Ekeh 1974) shown in Figure 1—actors can use a
different strategy to increase the probability that they will
receive rewards: they can attempt to position themselves
close to the most probable sources of rewards in the
network. This is the strategy commonly used in the “old
boy network” or its modern equivalents in the business
and professional world.
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social relation and their future interactions
with exchange partners. They do not do so to
the same extent, however. Negotiated trans-
actions change the outcome structure directly,
whereas serially dependent transactions only
provide the opportunity for structural change,
through contingent action. This opportunity is
not always used, or used effectively (e.g.,
Molm 1990). Because both negotiation and
contingent action are difficult when depen-
dence is indirect, actors in generalized
exchange relations have fewer options for
reducing risk, and often must rely on the
development of emergent norms or interper-
sonal trust. Thus risk increases systematically
as we move from negotiated direct exchange,
to reciprocal direct exchange, to generalized
exchange.

What are the implications of these differ-
ences for research? First, they tend to direct
researchers to different lines of inquiry. The
risk of nonreciprocity in reciprocal exchange
(both direct and indirect) raises issues that are
less central for negotiated exchange: the
assessment of risk, the development of trust,
the use and effectiveness of strategies of
influence. Not surprisingly, these topics also
have concerned social dilemma researchers
(see Yamagishi forthcoming). In contrast, in
negotiated transactions with strictly binding
agreements, the primary focus is on what
occurs within transactions, not between them:
who forms agreements with whom, the nature
of the agreement, and the allocation of
resources. This is particularly true when
negotiated transactions are independent of one
another. Trust is less of an issue, and
contingent action (except within transactions)
iS unnecessary.

Second, the form of transactions that
researchers study may affect their assump-
tions about actors’ decision processes. As
discussed earlier, the motivational assumption
of social exchange theory is sufficiently broad
to encompass both the “backward-looking”
operant actor who learns from the conse-
quences of past behaviors and the “forward-
looking” rational actor who calculates poten-
tial costs and benefits of future actions. It is
likely, however, that assumptions of a
rational actor are more compatible with
negotiated transactions, which encourage ac-
tors to calculate and compare the relative
benefits of different options. In reciprocal
transactions, in which actors respond sequen-
tially to one another without agreements, the
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future is uncertain but the consequences of
past actions are known. Under these condi-
tions, an operant actor is a reasonable
assumption. Not surprisingly, most research
programs on negotiated transactions assume
rational actors (e.g., Cook et al. 1983;
Markovsky et al. 1988), whereas researchers
who study reciprocal transactions are more
likely to use a learning model (e.g., Burgess
and Nielsen 1974; Molm 1981). Both models
are ideal, of course; neither context rules out
one model or the other. Yet assumptions
based on these two models will not always
lead to the same predictions: repetition of past
successes does not necessarily maximize
future outcomes. 4

Third, it is likely that the variations in risk
among these forms of exchange affect the
outcomes of exchange. One of the long-
standing hypotheses of exchange theory is
that risk in exchange promotes greater
solidarity and trust. Blau (1964) argued that
obligations which are not immediately repaid
give strength to exchange relations because
they allow the demonstration of trust in social
exchange. Similarly, Levi-Strauss (1969) and
Ekeh (1974) proposed that generalized ex-
change relations create solidarity because the
actors involved must be prepared to take
risks. Of necessity, a credit mentality is
required; such a system therefore engenders
high levels of trust. Kelley and Thibaut
(1978) state the same hypothesis in attribu-
tional terms, suggesting that attributions of
trust—a dispositional quality—will be made
only in situations entailing some risk. The
idea that risky structures, which are inher-
ently fragile, will produce exchange relations
of greater solidarity and commitment than
structures entailing less risk is one of the most
intriguing propositions in the exchange litera-
ture. To date, however, it has received almost
no empirical test. Kollock’s (1992) recent
experimental work on uncertainty, commit-
ment, and trust is an exception, and offers
preliminary support for the hypothesis. As
Gillmore (1987) has shown, effects of these
structures on solidarity also have implications
for coalition formation.

The greater risk in reciprocal transactions

' Emerson (1987) proposed that value domains might
distinguish between these two models of the actor,
suggesting that choices between domains are the products
of long-term conditioning, whereas choices within
domains are more likely to be the product of conscious,
calculated decisions.
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also has implications for the relations between
structure and action, in general, and between
structural power and use of power, in
particular. In reciprocal transactions, the
“equilibrium” state of power use—the ratio
of exchange at which the more dependent
actor receives no more than he or she could
receive from the best alternative (Cook and
Emerson 1978)—is less likely to be reached.
Reaching that equilibrium requires explora-
tion of the possible range of exchange ratios.
In reciprocal exchanges, individuals’ prefer-
ence for a sure outcome of smaller value over
an uncertain outcome of greater value (Kah-
neman and Tversky 1984) tends to discourage
risky exploration. Individuals will settle for a
satisfactory, but probably not optimal, out-
come. Explicit bargaining is more likely to
reveal better options for the powerful actor
because the risk of discovering those options
is lower. Thus the relation between the
structural potential for power and the use of
power should be weaker for reciprocal
transactions than for negotiated transactions.

These possibilities are quite speculative, of
course, and they require empirical tests. Such
tests must compare forms of exchange that
have tended to be constant within different
research programs. Undertaking this kind of
research requires a broader conception of
social exchange—one that combines the
classical view of social exchange as nonnego-
tiated, gradually evolving relations, in which
terms are never specified, with more contem-
porary views of exchange as bargaining
relations. This analysis suggests that it is time
for exchange theorists to begin constructing
theories that take the full scope of social
exchange relations into account, and to
investigate the implications, for both structure
and behavior, of these different forms of
social exchange.
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